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ABOUT MERS - f

® The Municipal Employees’ Retirement System BY THE NUMBERS
(MERS) of Michigan is an independent,
professional retirement services company
that serves municipal members across the
state of Michigan

' Michigan counties represented

® The team at MERS is made up of top industry
experts who use cutting-edge technology and

fiscal best practices to give members peace of 800 municipalities enrolled in MERS programs
mind and security in their retirement

® MERS listens and works in partnership with
our members to deliver a superior value that
meets our members’ needs

190 0@0+ participants

tw in combined total assets
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® Our members span across the state

® The bubbles below represent the
population of MERS members in each
Michigan county

STATEWIDE REPRESENTATION - (

A PROGRAM FOR EVERY NEED
Group Gioup
; Defined
Buying LI““" & cheh/
[sathilaty Retirement
Med% Defined Plans
Advantage
_____ e 9ngrams
tnwes!mem_ for employee
Services
invesiment Program
-~ Retiree
Heaith
Vehicle (RSaVIngs Supplemental
Other Post /' Program Savings
Employment Benefits

(OPEB)

® Each municipality has unique needs

® \We offer a broad range of customizable
plans and services

® \We listen to our members and
constantly add new products and tools
to meet their needs

www.mersofmich.com [ 4
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PRINCIPLES OF FUNDING B |

® MERS provides an annual actuarial valuation for ® The employer contribution is the sum of Normal Cost
each defined benefit plan in our system and Amortization of the Unfunded Actuarial Accrued
Liability, which is paid off over a period of years,

e This valuation is a mathematical process similar to a mortgage
that provides: O Normal Cost is the present value of benefits

allocated to the current plan year less any
employee contributions

O Unfunded Actuarial Accrued Liability is the
payment to reduce any shortfall between liability
for past service and assets

O Employer and employee contribution rates for
the future fiscal year

O Estimated plan liabilities and funding level

O History of plan provisions and employee
demographics

O Governmental Accounting Standards Board
(GASB) information for annual audits

e We perform an Experience Study every five years

that analyzes the actual experience of our plans
MARKET compared to the actuarial assumptions

VALUE OF oo MEMBER
ASSETS DATA

BEMEFITS
IN'EFFECT
FOR EACH
DHISION

ACTUARIAL
ASSUMPTIONS

AMORTIZATION = EMPLOYER
ouct M GONTRIBUTION

Actuarial Assumptions and Methods established by the Retirement Board

£ = E N — === = R
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MUNICIPAL ACTIONS - (

na
3

Cost Sharing for Existing
Employees

Employees contribute to help
fund the overall cost of plan

176
118

Lower Benefit to New Hires
New hires receive a lower tier
of Defined Benefit provisions

4 =

Bridged Benefits for
Existing Employees
Benefits are offered in parts fo

existing employees. Multiplier 0 14 17 19 23

is then lowered on a going- x5 == = . W

forward basis

Hybrid for New Hires

l;lew hires receive a Hybrid 6 3 67 4 23
an 98 - -

S 4

Reduces the employer
cost, but does not
affect total cost or the
plan’s unfunded liability

Existing employees are
not affected

Reduces liability for
new hires

Leaves eamed benefits
unchanged

Reduces liability for
new hires and existing
employees

Existing employees are
not affected

Reduces liability for
new hires

Defined Contribution for
New Hires

Employees contribute to help
fund the overall cost of plan

Voluntary Gontributions
Additional payments made
into plan toward unfunded
liability

Bonding

Municipalities may bond

for all or a portion of

their unfunded accrued
liabilities — pension or OPEB

o
o

A g 15
ﬁ % A2 2m3 ﬁ
211
150 2&1 200
i
I 212 213 A4
4
2014

Existing employees are
not affected

Eliminates liability for
new hires

Reduces existing
liability
Extra dollars are

invested and recognize
market retumns

Bond proceeds are
deposited and may
fully fund the accrued
liability

No guarantee that

future unfunded
liabilities won't occur

www.mersofmich.com | 8
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NEW PENSION REPORTING RULES - | |

HOW MERS IS HELPING

® While the new requirement will provide an WMERS | 20 Il
accurate picture of all future costs, it may o Bl _ e Y
overstate a government entity’s current [y G —
financial challenges B e |

Empleyer Mamtgation GASB 68

® Though a government entity’s pension oS- DDt e Coomrs kst et Bomt O gty ettt
numbers may seem different under the new Tt S o e e
requirement, the financial situation of the e e et e
retirement plan has not actually changed e "‘m B ""‘""m:'"h' =

® The team at MERS is working closely with our = e S |
members to provide all of the information s
required to comply with new reporting rules, it ;
including an easy to use resource page on —— — |
our website ; it |

® We are proud of our successful track record of ' ‘e |
helping our members improve the financial |
health of their retirement plans | ]!

® This includes managing reporting changes like
GASB 68 and turning around and
rehabilitating plans that are struggling
financially when they enter MERS
i | ) D A
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TEAM OF PROFESSIONALS -

MERS BOARD

® Acts as sole fiduciary and sets general investment policy

INVESTMENT COMMITTEE

® Serves as the Board’s investment policy development arm
® Approves recommendations to hire and fire core mandate managers

Investment
Committee

OFFICE OF INVESTMENTS

® |[nternal decision making group
® Makes recommendations to Investment Committee Office of Investments
® Responsible for day-to-day investment management activities

LAW AND REGULATION

* MERS follows Michigan state law and prudent person standards of diligence
® \We maintain strict oversight and management

® Our assets are invested in accordance with the Public Employee Retirement System
Investment Act (PERSIA)

® MERS conducts quarterly compliance reviews

www.mersofmich.com | 12
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POLICY ASSET ALLOCATION

_ Diversifying Strategies

Real Assets
Global Equity

Total
Market
Portfolio

Global Fixed Income

MERS Long-Term Investment Retums
October 1975 — December 2014
Not annualized if less than 1 year

Returns Over Time

Years

Syrs

i 6 39%

wors

s I
yrs

39

yrs

9.84
34
25
0

* Since inception

All rates are shown as gross of fees

www.mersofmich.com | 14
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READYING MICHIGAN FOR RETIREMENT - ( |

T -

myMERS offers
participants account
information, online
calculators, and other
resources to help stay on
the right retirement track

= A%,

e MERS Regional Teams
. hold quarterly meetings at

® ® ® convenient locations
[ ] F |

throughout the state

We are available to hold
group presentations,
attend benefit fairs, and
hold one-on-one
meetings for all MERS
programs

Individualized retirement
readiness reports will be
sent to participants,
offering a comprehensive
view of how MERS
benefits can work with
other retirement income —
and whether they're on
track to meet their
retirement goals

MERS provides employers
and participants with a
variety of publications and
resources about their
retirement plan

MERS Service Center
offers, knowledgeable,
over-the-phone assistance

www.mersofmich.com | 16
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